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Dear Applic«pt:

section S01(c)(3) of the Internal Revenue Cddq{j
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We have considwered your application for'tax;exemptvstatusvunder

The evidence presented disclosed that you wer

The purpose for which the corporatioﬁ was fqrmﬁﬁ'is to provide a
ministry to youth through food, beverage and recreation.
: - e
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The information submitted with your applicatiQﬁ?indicates that
YOUr primary activity is to provide focod. bevegage and
recreation to promote Christian faith and livgag. Information
submitted in response to our letter dated Narqp}12, 1997 states
that your goal is to provide a safe place for:gouth in vour
community and to use a restaurant as a place where vouth can
soend their evenings. Another goal is that thg‘interaction
betweoen ige staff and the youth that takes pld&é whide:ithey are
spending time at the restaurant will promote not only Christian

faith but simply a healthy lifestyle that strengthens the
community. ‘

You indicated that You have countless resources from local
churches and friends that can help youth with various problems.
The restaurant will have board games, pool tables, a library,
local bands, and couches and recliner type chairs to relax and
socialize. The restaurant will sometimes spoq%@r seminars.
Your response indicates that the restaurant will he operated
cdaily by managers who are officers and other members of the
organization. Half of these employees and inc;uding the twe
managers will be ovaid a salary. The restauraqg'will be opened

to anyone who f eis comfortable coming and alsg for someone who
is locking for a meal. '
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The prices fur the food would be comparable tqma e __J=Ta
other efficient restaurant. You hope that by?gglling food and
beverage that you can help pay for staff, cpst :pf ;he kitchen,

food, utilities, and rent, - -
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The proposed. udgets that was submitted withﬁ“&ur”apblication
indicateS thit @B% of the revenues will be caming from the

restaurant and ‘it will incur &. of the expenges of the
organization. : 8.

Section 501(c)(3) of the Code provides, in pég@, for the
exemption from Federal income tax of organizﬁhﬁphs organized and
operated exclusively for charitable, religiq&%;.scientific or
educational purposes, no. part of the net earnings of which
inures to the benefit of ‘any private shareholder or individual.

In order to qualify under IRC S01(c)(3), an'ofganization must be
both "organized" and "operated" exclusively for one or more
purposes specified in that section. If the grganization fails
to meet either the organizational test or the operational test.,
it is not exempt. (Regs. l.501(c)(3)-1(a)(1)&, The
organizational test relates to the rules for?bpverning an
organization and the purposes stated in its afticles of
organization. The ope-ational test_relatesAtb“the
organization‘s activit.es. - -

Section 1.501(c)(3)-1(c)(1) of the Regulatibn§fstates that if
more than an insubstantial part of an organization’s activities
is not in Furtherance of exempt purposes, the organization will
not be regarded as exempt.

Section 1.301(c)(3)-1(e)(3)(i) of the Income Tax Regulations
states that amn organization is not operated exclusively for one
or more exempt purooses if it is an "action" organization.

In Fetter Business Bureau v. U.S., 374 U.S. 279 (1945), the
Supreme Couri. stated that the preser..: of even a single,
non—-exempt purpose, if more than insubstantia; in nature, will
defeat exemption under Section S01{c)(3) of tﬁe Code, regardless
of the manner or importance of the truly exempt purposes.
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Section 1.501(c)(3)-1(d)(1)(ii) of the Regulations provides. in
part, that am organization is rot organized oﬁ operated
exclusively for one ar more of the purposes mgntioned in section
S01(e)(3) of the Code unless it serves a public rather than a
private interest. AN organization may not be exempt if it is
operated for the bueriztit of private individuals.

Section 1.501(c)(3)~1(d)f2) of the Regulationg provides that the
term "charitable" in :ludes relief of the poorgand distressed,
advancement of education and science and the promotion of soccial
welfare designed to accomplish any of the above purposes.
Section 1.4801(e)(3)-1(d)(3) of the Regulatiors provides, in
part, that the term “"educational" relates to the instruction of
the public on subjects useful to the individual arnd beneficial
to the community. Museums and schools are included in tre
examples of educational organizations which, if they otherwise
meet the requirements of section 501(c)(3) of. the Code, may
qualify under this section.




Revenue 737127, 1973-1 C.B. 221 holds that’ onprofit
“organizattoﬁ?ﬁpat_opErates a retail grocer “Egplet and allocates
a small portion'gf its’ earnings to provide aof ‘the job training
to hard core unemployed individuals’ does nofXqualify for
exemption from income 'tax. It was ruled’ thatialthough the
nature of the ,ob training in this case is7pgimarily on the job
training and thus requires the existence of. n’ i
business as its campus, the size and mannepr:
the store as a{fetaing(ccgry outlet is in;

self an independent

”

objective of the Drgani;atiqn.HaLt}iBjCthdq_gﬂ“bn a scale
larger than is reasoqébl%gnecessany_fdrthQAQEqurmance of the
organization’s trainidgjprogrém'andrwaS'not?ihteqded to, nor

does it in fact, serve 'solelyias a vehicle T
training program of the 'organization.

Similiar to the organization described in Reyenue Ruling 73-127,
your activities are dire:ted“ét‘the cperatid@}of a restaurant as
your primary activity. " The operation of a‘restaurant, opened
daily to the public with a permanent'stéffﬂ;S'not a recognized
charitable activity. The organization is therefore not operated
exclusivelyffor»charitable.purposes- R A N

We hold that you are.ﬁdt énfitled £o'gké@ptiﬁﬁ_Qndgf-ﬁ@l(c)(a)
of the Code because you are not Grganized;ang;opetated
exclusively for charitable educationa}{purp”sgs,v

Accordingly, we conclude that you dd'ﬁpt ﬁég.1£he requirements
for exempt status under section S01(c) (3). offthe Code and
propose to deny your request for exemption‘ypder that section.

You are required to file a taxable return Form 1120 or i041i with
the District Director of Internal Revenue Service. Flease send
the return to the Internal Revenue Service,‘f,ﬂ. Box 1680,
General Post Office, Brooklyn, NY 11202. Sk
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Contribgpions made to you are not deductible'by the dornors as

charitable contributions as defined in sectipn 170(g).of the
Code. ~ - i R S
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If you do not agree with this determination;f?ou may request &
Conference with the Regional Director of App@als by protesting
in accordance with tke enclosed instructiqn Fwithin 30 days.

FProtests submitted which do .10t contain all the documentaticn
stated in the instructions will be returned for completion.

If we do not hear from you within that tiﬁé; his determination
will be considered final and the appropriatgiState Cfficials
will be notified. T
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